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_ CARE BB-; Stable .
Long Term Bank Facilities 40.00 (Double B Minus; Outlook: Stable ) Assigned
40.00

Total Bank Facilities

(X Forty Crore Only)
Details of instruments/facilities in Annexure-1

Detailed rationale and key rating drivers

The rating assigned to the bank facilities of K Subramania Nadar Vadivoo Ammal Educational Trust (KSNVA) is constrained by
modest scale of operations, elongated collections and stretched working capital utilisations. The rating is also constrained by
highly regulated and competitive education industry and uneven cash flows associated with educational institutes. The ratings,
however, draw strength from the experienced trustees, satisfactory enrollment levels and comfortable capital structure.

Rating sensitivities

Positive factors — Factors that could lead to positive rating action/upgrade:

e Consistent growth in the scale of operations while maintaining the enrolment levels

e Recovery of old fee receivables and improvement in liquidity position

Negative factors — Factors that could lead to negative rating action/downgrade:

e Significant dip in enrolment levels below 50%

e Any changes in government regulation/pandemic outbreak adversely impacting enrolments.

Detailed description of the key rating drivers

Key Rating Weaknesses:

Modest Scale of operations

The scale of operations remained modest in the range of Rs. 18.26 Crore to Rs. 22.07 crore during past three years. The trust
commenced its activities by establishing a polytechnic college in the year 2010. Subsequently, the trust expanded its operations
by setting up schools and agriculture college in the subsequent years. During FY20, a 100-bed hospital in Vasudevanallur,
Tenkasi (Dt) was set up under the trust followed by a medical college in the name of 'S. Thangapazham Medical College”
(STMC) from the Academic Year (AY) 2020-21 with a sanctioned student intake of 100 students which offers medical
professional degree course in Indian System of Medicine called Bachelor of Naturopathy And Yogic Science (BNYS) program in
affiliation with The Tamil Nadu, DR. M.G.R. Medical University. The scaling up of the medical college is expected to improve the
revenue going forward.

Highly regulated and competitive education industry

The higher education in India is placed in the concurrent list of the constitution and thus comes under the purview of both
Central and State Government. The sector is regulated by Ministry of Human Resources at the national level by the education
ministries in each state, as well as by Central bodies like University Grant Commission (UGC) and 14 other professional councils
like All India Council of Technical Education (AICTE), Directorate of Technical Education (DTE), etc. KSNVA being in the
education sector is also highly regulated by the norms of governing bodies. The Education sector is also highly fragmented as
there are large numbers of small and large private institutes which offers similar kind of courses in south India. Nevertheless,
the trust offers agricultural studies as well as courses in yoga and naturopathy which are very limited in the region.

Uneven cash flows associated with educational Institutes

The revenue stream of the educational institutions are skewed towards the beginning of the academic year (normally between
June-August) when the bulk of the tuition fees, hostel fees and other related income is collected whereas the society incurs
regular stream of payments for meeting staff salary, maintenance activities, interest expenses amongst others.

Elongated collections

The trust has pending fee receivables of Rs.15 crore from students pertaining to FY20-21 period which elongates the collection
period. This has led to high working capital intensity. Nevertheless, the trust had recovered around Rs. 5 crore during FY22 and
another Rs.5 crore during Q1FY23. The effective collection of balance fee receivable amidst the inherent cash flow mismatches
would remain crucial in credit perspective.

Key Rating Strengths:

Experienced trustees

KSNVA is a family managed trust with Mr. S. Thangapazham functioning as the Chairman and his son Mr. Murugesan as
Managing Trustee. The chairman and managing trustee also has business interests in the constructions materials
manufacturing and super market, having more than two decades of experience. The trustees are resourceful in terms of
supporting the operations in the form of funding, and ably supported by professional team of management for administration
and efficient teaching faculties.

Satisfactory enroliment levels

The trust established its institutes in the faculties of polytechnic, agricultural, medical science, and school studies, with primary
focus on rural education. The enrolment levels in agricultural college have been maintained at healthy levels of 98-100% for the
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past five academic years ended 21-22, while the polytechnic college remained in the range of 50- 73% during the said period.
Further the trust started a medical college which offers course in the stream of Bachelor of Naturopathy and Yogic Science
(BNYS) commenced recently since AY2020-21, and the enroliment levels remained comfortable at 80%.

Comfortable capital structure

The trust’s capital structure is comfortable with an overall gearing of 0.23x as on March 31, 2022 backed by healthy corpus
funds. Major portion of the debt is comprised of term loans availed for building renovation for agricultural institutions, and
school, GECL loans, vehicle loans (school/college buses) and loans from NBFCs. The trust is in plans to establish a law college
at the cost of Rs. 30.00 Crore to be funded by bank in the form of term loan of Rs. 25.00 Crore and rest from internal accruals.
The construction is expected to be commenced by end of FY23 and completed by FY26.

Liquidity: Stretched

The liquidity position remained stretched with almost fully utilized working capital facility. Timing mismatches in fee receipts and
expenses increases the reliance on ST working capital borrowings. The average utilisation of working capital limit stood full for
the last twelve months and there have been instances of overdrawals, however, they have been regularized within a maximum
of 10-12 days. The cash & bank balance stood modest at Rs. 0.94 Crore as on March 31, 2022.

Analytical approach: Standalone

Applicable criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liguidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Education

Service Sector Companies

About the Trust:

M/s. K Subramania Nadar Vadivoo Ammal Educational Trust (KSNVA) is a hon-minority charitable trust established in the year
2010 by Mr S. Thangapazham, the Chairman of the trust. The trust is registered under Section 12 A of the Income Tax Act and
commenced its activities by establishing a polytechnic college in the year 2010. Subsequently, the trust expanded its operations
by setting up school and agriculture college in the subsequent years. During FY20, a 100-bed hospital in Vasudevanallur,
Tenkasi (Dt) was set up under the trust within the same campus. Followed by this, a medical college in the name of 'S.
Thangapazham Medical College” (STMC) was started as self-financing college from the Academic Year (AY) 2020-21 with a
sanctioned student intake of 100 students and offers medical professional degree course in Indian System of Medicine called
Bachelor of Naturopathy And Yogic Science (BNYS) program in affiliation with The Tamil Nadu, DR. M.G.R. Medical University.

Brief Financials

March 31, 2020 (A) March 31, 2021 (A)  March 31, 2022 (P) Q1FY23 (UA)

(X crore)

Total operating income 21.95 19.84 21.04 9.00
PBILDT 13.36 13.88 14.17 NA
PAT 11.48 12.31 12.37 NA
Overall gearing (times) 0.29 0.24 0.23 NA
Interest coverage (times) 7.34 8.67 7.71 NA

A-Audited; UA — Unaudited; NA — Not Available P — Provisional

Status of non-cooperation with previous CRA: Nil

Any other information: NIL

Rating history for last three years: Please refer Annexure-2

Covenants of rated instrument/facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated for this trust: Annexure-4

Annexure-1: Details of instruments/facilities

Name of the Date of LD Maturity P e Rating Assigned along
Instrument LS Issuance Date LTI with Rating Outlook
Rate (X crore)
Fund-based - LT-Bank Overdraft - - - 3.36 CARE BB-; Stable
Fund-based - LT-Term Loan - - June 2028 36.64 CARE BB-; Stable
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Annexure-2: Rating history for the last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Sr. Insl\::::ezft;g‘;nk Amount and and and and
No. - Type Outstanding Rating Rating(s) Rating(s) Rating(s) Rating(s)
Facilities . ; . H . H . :
(€I ) assigned in assigned in | assigned in assigned in
2022-2023 2021-2022 | 2020-2021 2019-2020
Fund-based - LT- CAR,E
1 LT 3.36 BB-;
Bank Overdraft
Stable
CARE
’ Fund-based - LT- LT 36.64 BB-;
Term Loan
Stable

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: Not Applicable

Annexure-4: Complexity level of various instruments rated for this trust

Name of Instrument Complexity Level
1 Fund-based - LT-Bank Overdraft Simple
2 Fund-based - LT-Term Loan Simple

Annexure-5: Bank lender details for this trust

To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including

CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. These ratings do not convey suitability or
price for the investor. The agency does not constitute an audit on the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information
obtained from reliable and credible sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by
CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings Limited or its subsidiaries/associates
may also be involved with other commercial transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings
Limited is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may undergo a
change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant
factors. CARE Ratings Limited is not responsible for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.
Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve acceleration of payments in case of
rating downgrades. However, if any such clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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